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SUBJ: CHIEF OF USLO CALL ON MINISTER OF FOREIGN TRADE 


1 . SUMMARY. USLO CHIEF CALLED ON MINISTER OF FOREIGN 
TRADE LI CHIANG AUGUST 5, AND SAID THAT ADMINISTRATION 
POLICY WAS FOR PROGRESSIVE IMPROVEMENT OF TRADE IN 
ACCORDANCE WITH THE SHANGHAI COMMUNIQUE. LI SAID THAT 
GANG OF FOUR AND NATURAL DISASTERS HAD DAMAGED ECONOMY 
IN 1976, BUT THAT PROSPECTS WERE BRIGHT. LI THOUGHT 
PROBLEM OF WHEAT INSPECTION COULD BE SOLVED, AND THAT 
THOUGH PRC POLICY WAS UNCHANGED, CREDIT TERMS IN CONCRETE CASES 
COULD BE EXAMINED. HE RAISED THE SUBJECT OF "SPECIAL 

IMPORTS TO PRODUCE EXPORTS" ON HIS OWN INITIATIVE. 

END SUMMARY 

2. CHIEF OF USLO WOODCOCK PAID A COURTESY CALL ON 

MINISTER OF FOREIGN TRADE LI CHIANG AUGUST 5. HE EXPLAINED THAT 
THE POLICY OF THE CARTER ADMINISTRATION WAS TO PURSUE 
THE PROGRESSIVE DEVELOPMENT OF TRADE WITH THE PEOPLE S 
REPUBLIC OF CHINA IN ACCORDANCE WITH THE PRINCIPLES OF 
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THE SHANGHAI COMMUNIQUE. WE HAD ALREADY SEEN SOME 
INCREASE IN TRADE SO FAR THIS YEAR, AND HOPED FOR 
CONTINUED IMPROVEMENT. 

3. LI SAID THAT 1976 HAD BEEN A YEAR OF NATURAL 
CALAMITIES, AND ARTIFICIAL OBSTACLES TO TRADE CREATED 
BY THE GANG OF FOUR. TOGETHER THEY HAD INFLUENCED 
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THE WHOLE COUNTRY'S ECONOMY.DAMAGE TO TRANSPORTA- 
TION SYSTEM AND THE LACK OF COAL FOR ELECTRICITY HAD 
HURT THE ABILITY OF THE ECONOMY TO CARRY ON PRODUCTION. 

AS A RESULT OF THE INTERFERENCE OF THE GANG, BOTH 
IMPORTS AND EXPORTS DECLINED IN 1976# AND THE PRC 
HAD A TRADE SURPLUS, WHICH WAS ABNORMAL. 

4. SINCE CHINA WANTS TO ACHIEVE THE FOUR MODERNI- 
ZATIONS, LL SAID, IMPORTS OF TECHNOLOGY, EQUIPMENT 
AND RAW MATERIALS WILL INCREASE. HE 

WAS SURE THAT PROSPECTS WERE BRIGHT, ALTHOUGH TRADE 

IN 1977 WOULD NOT BE HIGH BECAUSE SO FEW CONTRACTS 

WERE SIGNED IN 1976 DUE TO THE INFLUENCE OF THE GANG 

OF FOUR. LI REFERRED VAGUELY TO OBSTACLES THAT STILL 

EXIST, IN SINO-US TRADE AND SAID THAT TRADE WILL DEVELOP FASTER 

AFTER THEIR REMOVAL. 

5. AMBASSADOR WOODCOCK REPLIED THAT HE UNDERSTOOD 
THERE WERE OBSTACLES, AND THAT WE WOULD MOVE TOWARD 
THEIR REMOVAL. 

6. AMBASSADOR WOODCOCK NOTED WITH PLEASURE THE 
RESUMPTION OF CHINESE PURCHASES OF AGRICULTURAL 
COMMODITIES FROM THE US, AND HOPED THAT A WAY 
COULD BE FOUND TO SET UP A SYSTEM FOR INSPECTION 

OF WHEAT, SUCH AS SEGREGATION OF WHEAT, WHICH WOULD 
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BE SATISACTORY TO BOTH THE PRC AND THE US SHIPPERS. 

LI SAID THAT IT WAS IMPORTANT TO KEEP TCK SMUT OUT 
OF CHINA, BUT HE THOUGHT THE PROBLEM COULD BE 
SOLVED. 

7. ON THE FOREIGN TRADE CONFERENCE, LI SAID ONLY 

THAT IT WAS INTENDED TO IMPROVE THE EFFECTIVENESS OF FOREIGN 
TRADE PERSONNEL BY "DOUBLE LEARNING" FROM BOTH 
TACHING AND TACHAI. 


8. WHEN ASKED ABOUT PRC POLICY TOWARD DEFERRED 
PAYMENTS, LI SAID THAT THE POLICY REMAINED UNCHANGED, 

BUT THAT IN CONCRETE CASES THE TERMS COULD BE 
EXAMINED. THE LENGTH OF REPAYMENT PERIOD HAD NOT 
YET BEEN STUDIED, BUT IN INDIVIDUAL CASES 

COULD BE EXAMINED. 

9. LI HIMSELF RAISED THE PROBLEMS OF "SPECIAL 

IMPORTS TO PRODUCE EXPORTS" AND LABELLING WHICHHE SAID COULD 

NOT BE SOLVED BEFORE BECAUSE OF THE 

GANG OF FOUR. NOW THAT THIS OBSTACLE HAS BEEN 
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REMOVED, HE SAID, WE CAN STUDY THESE PROBLEMS 
TOGETHER. 

10. COMMENT. LI, WHO HAD JUST CONCLUDED THE FOREIGN 
TRADE CONFERENCE, APPEARED TIRED BUT IN GOOD SPIRITS. 
HIS ATTITUDE WAS POSITIVE ON THE PROBLEM OF US 
WHEAT SALES, WITHWHICH HE WAS THOROUGHLY FAMILIAR. 
HIS REMARKS ON CREDIT POLICY APPEAR TO LEAVE OPEN 
THE POSSIBILITY OF LONGER-TERM SUPPLIER CREDITS AND 
POSSIBLY EVEN OTHER KINDS OF CREDIT "IN CONCRETE 
CASES". 

11. LI'S REFERENCE TO "SPECIAL IMPORTS TO PRODUCE 
EXPORTS" IS INTRIGUING. IT MAY REFER TO A RECENT 
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PROPOSAL OF AN AMERICAN FIRMTO PERMIT THE PRC TO 
PRODUCE AND EXPORT AN AMERICAN DESIGN UNDER LICENSE, 
OR LESS PROBABLY, IT COULD REFER TO SOME ARRANGEMENTS 
TO IMPORT GOODS FOR PROCESSING IN CHINA. WE WILL 
FOLLOW UP ON THIS STATEMENT. 

12. MEMCON WILL FOLLOW BY POUCH. 

WOODCOCK 
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